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Abstract
This research mainly focused on the perceived benefits of ERP adoption for Small Family
Businesses (SFB). In doing so, it explores some of the key benefits of an ERP system for
SMEs. Through the exploration of the literature, a framework is constructed classifying the
ERP benefits to SFBs, in that they are different to other businesses where ERP systems has
historically been implemented.
The literature also helps determine if there is a difference in ERP benefits owed to the family
ownership and management of business that brings about unique characteristics. Finally,
this research concludes that adopting an ERP system within a SFB environment could assist
in them gaining competitive advantage by improving business performance and better
managerial control. It could also aid the achievement of SFB’s succession goals.
KEY WORDS: Enterprise Resource Planning Systems, Enterprise Resource Planning
Adoption, Enterprise Resource Planning Key Benefits, Small Family Businesses
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1.0.

INTRODUCTION

A common theme is that when an Enterprise Resource Planning (ERP) system is adopted by
businesses, it is understood that it brings benefits resulting in competitive advantage if it is
successfully deployed (Shang and Seddon, 2000, Davenport, 2000; Klaus, 2002; Teittennen
et al, 2013; Kramer, 2016. An ERP system is a commercial software package (Davenport,
2000; Markus et al., 2000) that promotes seamless integration of all the information flowing
through a company (Davenport 1998). It is identified that ERP adoption in Small and
Medium Enterprises (SMEs) has brought as much benefits as their larger counterparts,
depending on their business needs (Haddara, 2013; Griffith et al, 2013). However, despite the
benefits of ERP, several studies have focused on the success and failure factors due to the
mixed fortunes of businesses with the deployment of ERP (Allart, 2015; Dey et al., 2013).
Small Family Businesses (SFBs), however, have a low tendency of success with the adoption
of the ERP system due to the high family influence in such business (Smith, 2016). SFBs
according to the Office for National Statistics’ (ONS) description of small businesses are
family owned and managed businesses with less than fifty (50) employees. The perceived
specific benefits of such technology to SFB goals, however, improve the chances of
technology adoption (Kellerman, 2012; De Massis et al., 2016). With there being a limited
amount of ERP studies on SFBs, this paper contributes to knowledge by investigating if the
ERP system is of benefit to SFBs. This study is based on the comparison of ERP benefits to
SMEs and the characteristics of SFBs based on the review of the literature. The ERP benefits
are based on the ERP benefits framework to understand the categories of ERP benefits that
apply to SFBs.
2.0. THE CHARACTERISTICS OF SMALL FAMILY BUSINESSES
This section explores the characteristics of Small Family Businesses from extant literature to
establish if the ERP system could be of benefit to such business.
Chua et al. (1999) described Family Business as a “business governed and/or managed on a
sustainable, potentially cross-generational, basis to shape and perhaps pursue the formal or
implicit vision of the business held by members of the same family or a small number of
families”. Although, PWC (2012; 2014) offered alternate definitions for FBs, Chua et al.
(1999)’s definition shows not just the ownership but the goals of FBs as identified by other
studies (Sharma, 2004; Dessi et al., 2014; De Massis et al., 2016). With SFBs having the
most the FB characteristics (De Massis et al., 2016), the FB characteristics are discussed
below as SFB characteristics.
2.1.
THE MANAGERIAL CHARACTERISTICS
Studies (e.g. Sirmon and Hitt, 2003; BIS, 2014) suggest that SFBs may not be willing to
grow due to the fear of losing control, resistance to change and prioritising long-term
sustenance over short-term growth in profit. However, if or when growth occurs, the interest
remains to maintain the family control while sustaining the business towards a possible
succession. It is suggested that management in SFBs involve personalising authority amongst
family members in such a way that it is centralised, hierarchical and resembles family
authority settings (Carney, 2005; Stewart & Hitt, 2012). BIS (2013; 2014) suggest that
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Family Businesses especially SFBs strive to maintain this family control and do not often
seek any external aid.
Family involvement in business means managing resources is not as straightforward as with
other businesses. The resources available to a family business are most referred to as the
socio-economic wealth of a family business (Sirmon and Hitt, 2003; Habbershon and
Williams, 1999), and these may include but not limited to financial, human and non-financial
resources. Sirmon and Hitt (2003) suggest that the limited availability of these resources in
SFBs implies the need for effective management if competitive advantage is to be gained or
maintained. However, the non-financial goals of a Small family business affects how its
resources are managed and hence, decision-making and strategic planning are also affected
(Songini and Gnan, 2015; Nose et al., 2015; Alderson, 2015). For example, Sirmon and Hitt
(2003) suggest that SFBs may require alliance or collaboration with other businesses to be
able to gain enough competitive advantage to survive due to their limited resources.
However, most SFBs are not willing to collaborate because they want the business and
resources at a level that can be easily managed by the family (BIS, 2013; BIS, 2014).
Also, as mentioned above, decision making in SFBS is different to other businesses. The
altruist nature of a family means both the family and business considerations affect decisions
made in a Small Family Business (Acquaah, 2016; Farkas, 2016). It is in fact argued that
unless the family and business goals align, decisions made in SFBs may lead to conflicts
which may disrupt the business (Miller and Le Breton-Miller, 2006).
However, with the ERP system SFBs will enjoy better resource management, faster decisionmaking and better performance management (Shang and Seddon, 2000; Staehr, 2012).
Kolsage and Ritz (2015) suggests that SMEs tend to adopt ERP when the business gets more
complex and the motivation is usually the integration of complex processes to make
management control easy and improve centralised control.
2.2.
THE OPERATIONAL STRUCTURE
Several studies suggest that SFBs are less professionally structured than non-family
Businesses due to the involvement of the family (BIS, 2014). Such an unstructured setting
makes accountability difficult and may hinder operational performance (Schulze et al., 2001;
Gedajlovic et al., 2004; Pazzaglia et al., 2013). However, SFBs may require the experience of
experts to turn towards professionalism (Gedajlovic et al., 2004; Pazzaglia et al., 2013). This
is due to the fact that top managers in SFBs are often not highly educated or have any
managerial expertise outside of the family firm (Westhead et al., 2002; BIS, 2014).
It is found that ERP adoption leads to better purchase, improved production, cycle time and
improved customer service to SMEs (Marsh et al., 2014). Ruivo et al., (2012) also adds that a
successful ERP adoption leads to improved business efficiencies. It implies that with ERP in
place in a SFB, there will be a better operational structure leading to more efficiency (Xiang
et al., 2014).
2.3.
THE STRATEGIC GOALS
Earlier studies (e.g. Basu, 2004) suggest that prioritising family values in FBs make them
more risk averse and unwilling to grow, thereby limiting their economic values. While some
later studies (e.g. Sciascia et al., 2012) support earlier literature, others (e.g. Calabrò et al.,
2013; Chen, 2011) argued that family Businesses tend to take more risks and are more
interested in extending their market reach through internationalisation. However, SFBs are
2
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less willing to collaborate with other businesses or seek external help especially if it means
losing a level of family control (Mitter et al., 2014; Pukall and Calabro, 2014).
Part of the bid to sustain the family control of business brought about the need for the
succession of business from one generation to another (Gilding et al., 2015; Collins et al.,
2016; Chen, 2016). As succession involves the transition of the business power from one
generation to another, it requires clear and accurate transfer and communication of facts and
files (Collins et al., 2016; Joo, 2016). Laforet (2013) argues that despite the genuine interest
of SFBs in the succession of power, few of them are able to do so successfully. There is a
need for SFBs to find ways to be able to sustain family ownership by enabling successful
succession when the time is right.
Studies (Yang and Su, 2009; Benfell, 2013) suggest that SMEs gain strategic benefits such as
business growth through ERP adoption. SFBs could gain from such strategic benefit from
ERP, especially as the technology still helps sustain the centralised family control of business
(Marsh et al., 2014). Also, the better management of resources and information implies that
the succession goal of SFBs could become achievable as the technology enhances the
communication and transfer of information (). Kolsage and Ritz, 2015) across generation.
Staehr (2012) among other studies also affirm that ERP supports organisational changes
which in SFBs is usually succession of power.
With the potential benefits of ERP to the main characteristics of SFBs identified, the next
section looks at the classification of ERP benefits to enable the identification of ERP benefit
classes for SFB.

3.0.

THE ERP BENEFIT CLASSIFICATION

Using the ERP benefits framework by Shang and Seddon, 2000 as modified by Staehr (2007),
the ERP benefits to business as shown below.

Table 1:

The ERP benefit classification framework
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However, ERP literature on SMEs has over the years discussed how they benefit from the
different categories of the benefits based on their needs (Marsh et al., 2014; Ruivo et al.,
2014). The ERP benefits to SFBs are classified below
3.1.

THE CLASSIFICATION OF ERP BENEFITS TO SFBS
3.1.1. OPERATIONAL BENEFITS
Although, there is no SFB characteristic evidence from above which suggests that ERP
contributes operational benefits to SFBs. Business process reengineering through ERP (Xiang
et al., 2014) could help towards improving SFBs’ operational structure (professionalisation).
3.1.2. STRATEGIC BENEFITS
The SFB characteristics above show that ERP adoption could help SFBs collaborate to
benefit from resources that are not available to them (Ruivo et al. 2012). Also, ERP adoption
could bring about SFB growth without them worrying about losing family ownership. It thus
means that ERP adoption could help SFBs grow and still sustain ownership as desired by the
family.
3.1.3. MANAGERIAL BENEFITS
With ERP, the desired centralised management by SFBs is achievable. Also, resources are
more accurately managed to enable performance management. Ultimately, decision-making
becomes faster and more accurate with real-time availability of business information
(Teittinen et al., 2013).
3.1.4. ORGANISATIONAL BENEFITS
With the ERP system able to control business and its resources centrally, it supports the easy
transition of power across generation (succession). The better management of resources
means there will be an easy and transparent transfer of facts and files needed by the old and
new generation of owners (Gilding et al., 2015).
Based on these literature findings, a conceptual ERP benefit framework for SFBs is proposed
as it shown below.
3.2.

Figure 2:

THE ERP BENEFIT FRAMEWORK FOR SFBS

THE ERP BENEFIT FRAMEWORK FOR SFBS
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The ERP benefit framework for SFBs as expected of SMEs are signifacntly smaller than
identified generally for businesses.

4.0.

CONCLUSION

As evident from the discussions above, despite the low success tendencies with ERP in SFBs,
the technology can be of immense benefit if successfully adopted. It was further confirmed
from evidences above that the ERP system benefits all businesses irrespective of business
characteristics. It was established through the comparison of the SFB characteristics to ERP
benefits that the technology will not only improve SFBs, it will do so while ensuring that the
identity of the business as an SFB is maintained.
ERP adoption in SFBs will bring about managerial, operational, strategic and organisational
benefits. It can be said based on the findings above that before the perceived benefits of ERP
become achievable, there is a need for SFBs to successfully adopt the technology.
As this paper shows that ERP adoption is conceptually beneficial to SFBs, further studies
explore ERP adoption in SFBs to understand why the chances of success is low despite the
perceived benefits. Such knowledge helps practitioners towards understanding how best
SFBs can take advantage of the technology.
4.1.
RECOMMENDATIONS
Further studies need to test the proposed framework contextually as such findings are usually
different from the theoretical perception. Also, there is a need for further exploration of the
exact operational benefits of ERP to SFBs across different sectors. A major limitation for this
study is its conceptual nature and an empirical study will be required to show the family
nature of SFBs and establish specific business benefits based on their unique characteristics.
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